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FIRST ACTIVE COMMERCIAL LIMITED 03525975
DIRECTORS' REPORT

The directors of First Active Commercial Limited (*the Company”) present their report together
with the audited financial statements for the Company for the year ended 31 December 2011
The financial statements are prepared in accordance with International Financial Reporting
Standards (IFRS), as adopted by the European Union (EU)

ACTIVITIES AND BUSINESS REVIEW
Principal activity
The principal activity of the Company continues to be the provision of inter group lending

The directors do not anticipate any matenal change In either the type or level of activities of the
Company

Business review

The Company s a subsidiary of Ulster Bank Ireland Limited (“UBIL") which provides the
Company with direction and access to all central resources it needs and determines policies 1n all
key areas such as finance, nsk, human resources or environment For this reason, the directors
believe that performance indicators specific to the Company are not necessary or appropriate for
an understanding of the development, performance or position of the business The annual
reports of UBIL review these matters on a Group basis Copies can be obtaned from The
Secretary, Ulster Bank Group Centre, George's Quay, Dublin 2

The Company 1s part of the Ulster Bank Group ("the Group"} and receives ongoing capital,
funding and hquidity resources which, coupled with other sources of funding and liquidity, enable
the Company to meet its obligations as they fall due

Financial performance

The Company’s financiai performance 1s presented in the Statement of Comprehensive Income
on page 6 The operating loss before taxation for the year was £15,164 (2010 profit of
£1,146,439) The retained loss for the year was £79,144 (2010 profit of £824,728)

At the end of the year total assets were £50,655,146 (2010 £50,336,896)

Dividends

The directors do not recommend the payment of a dividend {2010 £nil)

Principal risks and uncertainties

The major nsks associated with the Company's business are operational, currency, hquidity,
interest and credit nisk

The Company I1s part of a group which has established a comprehensive framework for managing
risks, which 15 continually evolving as business activities change in response to market, credit,
product and other developments The policies for managing nsks and the Company’'s exposure
thereto are detailed in note 7 to the financial statements

Going concern
The directors, having a reasonable expectation that the Company has adequate resources to

continue n operational existence for the foreseeable future, have prepared the financial
statements on a going concern basis




FIRST ACTIVE COMMERCIAL LIMITED 03525975
DIRECTORS’ REPORT (continued)

Directors and secretary

The present directors and secretanes, who have served throughout the year except where note
below, are listed on page 1

From 1 January 2011 to date the following changes have taken place

Appointed Resigned
Directors
J Browne 19 June 2012
M Baird 30 March 2012

in accordance with the Articles of Association of the Company, the directors are not required to
retire by rotation

Statement of directors’ responsibilities

The directors are responsible for preparing the financial statements in accordance with applicable
laws and regulation

Company law requires the directors to prepare a directors’ report and financial statements for
each financial year Under that law the directors have elected to prepare company financial
statements 1n accordance with IFRS as adopted by the EU Under company law the directors
must not approve the financial statements unless they are satisfied that they give a true and far
view of the state of affarrs of the Company and of the profit or loss for that period In preparing
these financial statements, the directors are required to

o properly select and apply accounting policies,

» present information, including accounting policies, in a manner that provides relevant,
reliable, comparable and understandable information,

o provide additional disclosures when compliance with the specific requirements 1in IFRS
are insufficient to enable users to understand the impact of particular transactions, other
events and conditions of the entity’s financial position and financial performance, and

+ make an assessment of the Company’s ability to continue as a going concern

The directors are responsible for keeping adequate accounting records that are sufficient to show
and explain the Company’s transactions and disclose with reasonable accuracy at any time the
financial position of the Company and enable them to ensure that the financial statements comply
with the requirements of the Companies Act 2006 They are responsible for safeguarding the
assets of the Company and hence for taking reasonable steps for the prevention and detection of
fraud and other irregulanties

Directors’ disclosure to auditors

Each of the directors at the date of approval of this report confirms that

a) m so far as the director 1s aware, there 1s no relevant audit information of which the
Company's auditors are unaware, and

b) the drrector has taken all the steps that hefshe ought to have taken as a director to make
himself/herself aware of any relevant audit infformation and to establish that the Company's
auditors are aware of that information

This confirmation s given and shall be interpreted in accordance with the provisions of section
418 of the Companies Act 2006

Directors’ indemnities

In terms of section 236 of the Companies Act 2006, neither director has been granted Qualifying
Third Party Indemnity Provisions by The Royal Bank of Scotland Group plc (“the RBS Group”)




FIRST ACTIVE COMMERCIAL LIMITED 03525975
DIRECTORS’ REPORT (continued)

Events since the year end

There have been no significant events between the year end and the date of approval of the
financial statements which would require a change or additional disclosure in the financial
statements

Auditors

The auditors Deloitte & Touche have indicated their willingness to continue in office as auditors

Approved by the Board of Directors and signed on behalf of the Board

J Browne

Date 3 September 2012

First Active Commercial Limited
No 03525975
Registered in the United Kingdom




INDEPENDENT AUDITORS' REPORT TO THE MEMBERS OF FIRST ACTIVE COMMERCIAL
LIMITED

We have audited the financial statements of First Active Commercial Limited for the year ended
31 December 2011 which comprise the Statement of Comprehensive Income, the Balance Sheet,
the Statement of Changes in Equity, the Cash Flow Statement and the related notes 110 11 The
finrancial reporting framework that has been applied in their preparation i1s applicable law and
International Financial Reporting Standards (IFRS) as adopted by the European Union

This report i1s made solely to the Company's members, as a body, in accordance with Chapter 3
of Part 16 of the Compames Act 2006 CQCur audit work has been undertaken so that we rmight
state to the Company's members those matters we are required to state to them in an auditor’s
report and for no other purpose Tao the fullest extent permitted by law, we do not accept or
assume responsibiity to anyone other than the Company and the Company's members as a
body, for our audit work, for this report, or for the opinions we have formed

Respective responsihilities of directors and auditors

As explaned more fully in the Statement of Directors’ Responsibilites, the directors are
responsible for the preparation of the financial statements and for being satisfied that they give a
true and far view Our responsibility 1s to audit and express an opon on the financial
statements in accordance with applicable law and Internationat Standards on Auditing (UK and
Ireland) Those standards require us to comply with the Audiing Practices Board's Ethical
Standards for Auditors

Scope of the audit of the financial statements

An audit involves obtaining evidence about the amounts and disclosures in the financial
statements sufficient to give reasonable assurance that the financial statements are free from
maternal misstatement, whether caused by fraud or error This includes an assessment of
whether the accounting pelicies are appropriate to the Company's circumstances and have been
consistently applied and adequately disclosed, the reasonableness of significant accounting
estmates made by the directors, and the overall presentation of the financial statements In
additon, we read all the financial and non-financial information 1n the annual report to identify
maternal inconsistencies with the audited financial statements If we become aware of any
apparent material misstatements or inconsistencies we consider the implications for our report

Opinion on financial statements
In our apinion the financial statements

. give a true and farr view of the state of the Company's affairs as at 31 December 2011
and of its lass for the year then ended,

. have been properly prepared in accordance with IFRS as adopted by the European
Union, and

. have been prepared in accordance with the requirements of the Companies Act 2006

Opinion on other matter prescnbed by the Companies Act 2006
In our opinton the infermation given in the Directors’ Report for the financial year for which the
financial statements are prepared i1s consistent with the financial statements

Matters on which we are required to report by exception

We have nothing to report in respect of the following matters where the Companies Act 2006

requires us to report to you if, 1n our opinion

. adequate accounting records have not been kept, or returns adequate for our audit have
not been received from branches not visited by us, or
the financial statements are not in agreement with the accounting records and returns, or
certain disclosures of directors’ remuneration specified by law are not made, or

il the Information and explanations we require for our audit

Martin Reilly
for and on behalf of Deloitte & Touche
Chartered Accountants
Dublin

_'S September 2012




FIRST ACTIVE COMMERCIAL LIMITED

STATEMENT OF COMPREHENSIVE INCOME
for the year ended 31 December 2011

03525975

2011 2010
Continuing operations Note £ £
Interest receivable 389,945 1,137,615
Net interest income 389,945 1,137,615
Foreign exchange (loss)/gain (405,109) 8,824
Non-interest {expense)/income {405,109) 8,824
Operating (loss)/profit before tax (15164) 1,146,439
Tax charge 4 (63,980) (321,711)
(Loss)/profit and total comprehensive (loss)/income for the year (79,144) 824,728

The Company had no recognised income or expenses In the financial year or preceding financial
year other than those dealt with in the Statement of Comprehensive income

The accompanying notes on pages 10 to 18 form an integral part of these financial statements




FIRST ACTIVE COMMERCIAL LIMITED 03525975
BALANCE SHEET
as at 31 December 2011
2011 2010

Note £ £
Assets
Amounts due from Group undertakings 6,10 50,655,146 50,336,896
Total assets 50,655,146 50,336,896
Liabilities
Amounts due to Group undertakings 6,10 5,577,314 4,922 189
Current tax hablites 4,10 63,980 321,711
Total habilities 5,641,294 5,243,900
Equity
Share capital 8 2 2
Retamned earnings 45,013,850 45,092,994
Total equity 45,013,852 45,092,996
Total liabilities and eguity 50,655,146 50,336,896

The accompanying notes on pages 10 to 18 form an integral part of these financial statements

The financial statements of the Company were approved by the Board of Directors on 3

September 2012 and signed on its behalf by

J Browne

First Active Commercial Limited
No 03525975
Registered in the United Kingdom




FIRST ACTIVE COMMERCIAL LIMITED 03525975
STATEMENT OF CHANGES IN EQUITY
for the year ended 31 December 2011
Share Retained
capital earnings Total
£ £ £

At 1 January 2010 2 44,268,266 44,268,268
Profit for the year - 824,728 824,728
At 31 December 2010 2 45,092,994 45,092,996
Loss for the year - (79,144) (79,144)
At 31 December 2011 2 45,013,850 45,013,852

Total comprehensive loss for the year of £79,144 (2010 profit of £824,728) was wholly

attributable to the equity holders of the Company

The accompanying notes on pages 10 to 18 form an mtegral part of these financial statements




FIRST ACTIVE COMMERCIAL LIMITED 03525975
CASH FLOW STATEMENT
for the year ended 31 December 2011

2011 2010

£ £

Operating activities
Operating (loss)/profit for the year before tax (15,164) 1,146,439
Operating cash flows before movements in working capital (15,164) 1,146,439
Decrease in investments in subsidiaries - 3
Increase in amounts due from Group undertakings (318,250) (178,897)
Increase/(decrease) in amounts due to Group undertakings 333,414 (188,555)
Increase In accruals, deferred income and other habilhities -

Net cash flows from operating activities

(778,990)

Net increase in cash and cash equivalents
Cash and cash equivalents at 1 January

Cash and cash equivalents at 31 December

The accompanying notes on pages 10 to 18 form an integral part of these financial statements




FIRST ACTIVE COMMERCIAL LIMITED 03525975
NOTES TO THE FINANCIAL STATEMENTS

1. Accounting policies

a) Presentation of financial statements

The financial statements are prepared on a going concern basis and In accordance with IFRS
Issued by the International Accounting Standards Board (JASB), and interpretations 1ssued by the
International Financial Reporting Interpretattons Committee of the |IASB as adopted by the EU
(together IFRS) The Company's financial statements are presented In accordance with the
Companies Act 2006

The Company I1s incorporated in the UK and registered in England and Wales
The financial statements are prepared on the historical cost basis

Adoption of new and revised standards
There are a number of changes to IFRS that were effective from 1 January 2011 They have had
no matenal effect on the Company’s financial statements for the year 31 December 2011

b) Foreign currencies
The Company’s financial statements are presented in Sterling which 1s the functional currency of
the Company

Transactions in foreign currencies are translated into Sterling at the foreign exchange rate ruling
at the date of the transaction Monetary assets and liabilites denominated in foreign currencies
are translated into Sterling at the rates of exchange ruling at the balance sheet date Foreign
exchange differences arising on translations are reported in the Statement of Comprehensive
Income Non-monetary items denominated in foreign currencies that are stated at fair value are
franslated into Sterling at foreign exchange rates ruling at the dates the values were determined

c) Revenue recognition

Interest income on financial assets that are classified as loans and receivables are determined
using the effective interest method The effective interest method 1s a method of calculating the
amortised cost of a financial asset or financial labiity (or group of financial assets or liabihities)
and of allocating the interest iIncome or interest expense over the expected life of the asset or
hability The effective interest rate I1s the rate that exactly discounts estimated future cash flows to
the mstrument's initial carrying amount Calculation of the effective interest rate takes into account
fees payable or recewvable, that are an integral part of the instrument's yield, premiums or
discounts on acquisition or issue, early redemption fees and transaction costs All contractual
terms of afinancial instrument are considered when estimating future cash flows

d) Taxation

Income tax expense or income, comprising current tax and deferred tax, 1s recorded in the
income statement except Income tax on items recognised outside profit or loss which 1s credited
or charged to other comprehensive income or to equity as appropriate

Current tax 1s income tax payable or recoverable In respect of the taxable profit or loss for the
year arnsing In income or in eguity Provision 1s made for current tax at rates enacted or
substantively enacted at the balance sheet date

Deferred tax I1s the tax expected to be payable or recoverable 1n respect of temporary differences
between the carrying amount of an asset or lability for accounting purposes and its carrying
amount for tax purposes Deferred tax liabilties are generally recognised for all taxable temporary
differences and deferred tax assets are recognised to the extent that it is probable that they will
be recavered Deferred tax 1s not recognised on temporary differences that anse from tnitial
recognition of an asset or hability in a transaction (other than a business combination) that at the
time of the transaction affects neither accounting nor taxable profit or loss Deferred tax 1s
calculated using tax rates expected to apply in the periods when the assets will be realised or the
habilities settled, based on tax rates and laws enacted, or substantively enacted, at the balance
sheet date

in




FIRST ACTIVE COMMERCIAL LIMITED 03525975
NOTES TO THE FINANCIAL STATEMENTS {continued)

1 Accounting policies (continued)

e) Financial assets
On initial recognition, financial assets are classified into loans and receivables

Loans and receivables

Non-dervative financial assets with fixed or determinable repayments that are not guoted in an
active market are classified as loans and receivables, except those that are classified as
available-for-sale or as held-for-trading, or designated as at far value through profit or loss
Loans and receivables are initially recognised at farr value plus directly related transaction costs
They are subsequently measured at amortised cost using the effective interest method (see
accounting policy c) less any impairment losses.

f) Impairment of financial assets

The Company assesses at each balance sheet date whether there 1s any objective evidence that
a financial asset or group of financial assets classified as loans and receivables 1s imparred A
financial asset or porifolio of financial assets s impaired and an impairment loss incurred If there
1s objective evidence that an event or events since initial recognition of the asset have adversely
affected the amount or iming of future cash flows from the asset

g) Financial liabilities
On ivhal recognition financial habihties are classified into amortised cost

Amortised cost
All other financial liabilities are measured at amortised cost using the effective interest method
{see accounting policy ¢)

h) Accounting developments

The IASB 1ssued IFRS 9 ‘Financial Instruments' iIn November 2009 simplifying the classification
and measurement requirements in International Accounting Standard IAS 38 ‘Financial
Instruments Recognition and Measurement' in respect of financial assets The standard reduces
the measurement categories for financial assets to two fair value and amortised cost A financial
asset 1s classified on the basis of the entity's business model for managing the financial asset and
the contractual cash flow characteristics of the financial asset Only assets with contractual terms
that give rise to cash flows on specified dates that are solely payments of principal and interest on
the principal amount outstanding and which are held within a business model whose objective 1s
to hold assets in order to collect contractual cash flows are classified as amortised cost All other
financial assets are measured at fair value Changes in the value of financial assets measured at
farr value are generally taken to profit or loss

In October 2010, IFRS 9 was updated to include the classification and measurement of habilities
It 1s not markedly different from IAS 39 except for abilites measured at farr value, where the
movement 1s due to changes in the credit rating of the i1ssuer it is recognised not in profit or loss
but in other comprehensive income

In December 2010, the IASB 1ssued amendments to IFRS 9 and to IFRS 7 ‘Financial Instruments
Disclosures’ delaying the effective date of IFRS 9 to annual penods beginning on or after 1
January 2015 and introducing revised transitional arrangements including additional transition
disclosures If an entity implements IFRS 9 in 2012 the amendments permit it either to restate
comparative periads or to provide the additional disclosures The additional transition disclosures
must be given if implementation takes place after 2012

IFRS 9 makes major changes to the framework for the classification and measurement of
financial instrurments and will not have a significant effect on the Company's financial statements

‘Disclosures - Transfers of Financial Assets (Amendments to IFRS 7) was published by the IASB
in October 2010 This replaces IFRS 7's existing derecognition disclosure requirements with
disclosures about {a) transferred assets that are not derecognised in ther entrety and (b)
transferred assets that are derecognised in therr entirety but where an entity has continuing
involvemnent in the transferred asset The amendments are effective for annual periods beginning
on or after 1 July 201 This will not have a significant effect on the Company

11




FIRST ACTIVE COMMERCIAL LIMITED 03525975
NOTES TO THE FINANCIAL STATEMENTS (continued)

1. Accounting policies (continued)
h) Accounting developments {continued)

The IASB i1ssued an amendment to |JAS 12 ‘Income Taxes' in December 2010 to clarfy that
recognition of deferred tax should have regard to the expected manner of recovery or settlement
of the asset or liabidity The amendment and consequential withdrawal of SIC 21 ‘Deferred Tax
Recovery of Underlying Assets', effective for annual periods beginning on or after 1 January
2012, 1s not expected to have a maternial effect on the Company

In May 2011, the |ASB 1ssued six new or revised standards

IFRS 10 Consolidated Financial Statements which replaces SIC-12 Consolidation - Special
Purpose Entites and the consolidation elements of the existtng |IAS 27 Consolidated and
Separate Financial Statements The new standard adopts a single defintion of control a
reporting entity contrals another entity when the reporting entity has the power to direct the
activities of that other entity to generate returns for the reporting entity

IAS 27 Separate Financial Statements which comprises those parts of the existing 1AS 27 that
dealt with separate financial statements

IFRS 11 Joint Arrangements which supersedes IAS 31 interests in Joint Ventures IFRS 11
distinguishes between joint operations and joint ventures Joint operations are accounted for by
the investor recognising its assets and liabilties including its share of any assets held and
liabilities incurred jointly and its share of revenues and costs Jomnt ventures are accounted for in
the investor's consolidated accounts using the equity method

IAS 28 Invesiments in Associates and Joint Ventures covers joint venturas as well as associates,
both must be accounted for using the equity method The mechanics of the equity method are
unchanged

IFRS 12 Disclosure of Interests in Other Entities covers disclosures for entities reporting under
IFRS 10 and IFRS 11 replacing those in 1AS 28 and IAS 27 Entities are required to disclose
information that helps financial statement readers evaluate the nature, risks and financial effects
associated with an entity's interests in subsidiaries, in associates and joint arrangements and in
unconsohdated structured entities

IFRS 13 Far Value Measurement which sets out a single IFRS framework for defining and
measunng far value and requinng disclosures about fair value measurements

These standards are effective for annual periods beginning on or after 1 January 2013 Earlier
applcation 1s permitted Rewvised standards IFRS 10-13 must be adopted at the same tme The
standards are not expected to have a significant effect on the Campany's financial reporting

In June 2011, the IASB 1ssued amendments to two standards

Amendments to IAS 1 Presentation of Iltems of Other Comprehensive Income that require items
that will never be recognised n profit or loss to be presented separately in other comprehensive
income from those that are subject to subsequent reclassification The amendment is effective for
accounting periods ending on or after 1 July 2012 Earlier application 1s permitted The Company
Is reviewing the amendment to determine the effect on the Company's financial reporting

Amendments to [AS 19 Employee Benefits requires the immediate recognition of all actuanal
gans and losses eliminating the ‘corndor approach', interest cost to be calculated on the net
pension habiity or asset at the appropriate corporate bond rate, and all past service costs to be
recognised immediately when a scheme 1s curtailed or amended The amendment 1s effective for
annual periods beginning on or after 1 January 2013 Earlier application 1s permitted The
amendment will not have a matenal effect on the Company's financial reporting

12




FIRST ACTIVE COMMERCIAL LIMITED 03525975
NOTES TO THE FINANCIAL STATEMENTS (continued)

1. Accounting policies (continued)
h) Accounting developments (continued)

in December 2011, the IASB issued 'Offsetting Financial Assets and Financial Liabilities
(Amendments to 1AS 32) and ‘Disclosures-Offsetting Financial Assets and Financial Liabilibes
{(Amendments to IFRS 7) The amendment to IAS 32 adds application guidance on the meaning
of ‘a legally enforceable nght to set off’ and on simultanecus settlement IFRS 7 1s amended to
require disclosures facilitaling comparisons between those entties reporting under IFRS and
those reporting under US GAAP The amendments to |IAS 32 are effective for annual periods
beginning on or after 1 January 2014 and are required to be applied retrospectively The
amendments to IFRS 7 are effective for annual penods beginning on or after 1 January 2013 and
are also required to be applied retrospectively

The IASB 1ssued "Annual Improvements to IFRSs 2008-2011 Cycle" in May 2012 implementing
minor changes to IFRSs, making non-urgent but necessary amendments to standards, primarily
to remove inconsistency and to clarfy wording The revisions are effective for annual accounting
pernods beginning on or after 1 January 2013 and are not expected to have a matenal effect on
the Company

2. Cntical accounting policies and key scurces of estimation uncertainty

The reported results of the Company are sensitive to the accounting policies, assumptions and
estimates that underlie the preparation of its financial statements UK company law and IFRS
require the directors, in preparing the Company's financial statements, to select suitable
accounting policies, apply them consistently and make judgements and estimates that are
reasonable and prudent In the absence of an applicable standard or interpretation, 1AS 8
‘Accounting Policies, Changes in Accounting Estimates and Errors’, requires management to
develop and apply an accounting policy that results in relevant and reliable information in light of
the requirements and guidance in IFRS dealing with similar and related 1ssues and the IASB's
Framework for the Preparation and Presentation of Financial Statements

3 Operating expenses

The auditor's remuneration for statutory audit work for the Company was borne by Ulster Bank
Ireland Limited Remuneration pad to the auditor for non-audit work for the Company was £nil
(2010 £nul)

The directors of the Company do not receive remuneration for specific services provided to the
Company

4. Taxation

2011 2010
Current Taxation: £ £
United Kingdom corporation tax at 26% (2010- 28%)
UK carporation tax charge for the year 63,980 321,711
Tax charge for the year 63,980 321,711

11




FIRST ACTIVE COMMERCIAL LIMITED 03525975
NOTES TO THE FINANCIAL STATEMENTS (continued)

4. Taxation (continued)

The actual tax charge for the current and previous year differs from the standard rate of 26%
(2010 28%) for the reasons set out below

2011 2010

£ £

{Loss)/profit on ordinary activities before taxation: {15,164) 1,146,439
Expected tax (credit)/charge (3,942) 321,003
Rate difference - 708
Non deductible items 67,922 -
Actual tax charge for the year 63,980 321,711

The effective tax rate for the year was (422)% (2010 28%)

The changes to tax rates and capital allowances proposed In the Budget on 22 June 2010, 23
March 2011 and 21 March 2012 are not expected to have a material effect on the Company

5. Investments in Group undertakings

Investments in Group undertakings are carried at cost less impairment Movements dunng the
year were as follows

2011 2010

£ £

At 1 January - 3
Disposals - (3)

At 31 December -

The Company previously held 100% of the 1ssued Ordinary £1 share capital of firstactive com
limited, an internet services company, incorporated in England and Wales which was voluntarily
struck off on 11 January 2011

6 Financial instruments
The following tables analyse the Company’s financial assets and liabihties In accordance with the

categories of financial instruments in I1AS 39 Assets and habilities outside the scope of IAS 39
are shown separately

Non
At financial
Loans and amortised assets/
receivables cost liabilities Total
2011 £ £ £ £
Assets
Amounts due from Group undertakings 50,655,146 - - 50,655,146
50,655,146 - — 50,655,146
Liabilities
Amounts due to Group undertakings - 5,577,314 - 5,577,314
Current tax habihties — - 63,980 63,980
- 5,577,314 63,980 5,641,294
Equity 45,013,852
50,655,146

14




FIRST ACTIVE COMMERCIAL LIMITED 03525975
NOTES TO THE FINANCIAL STATEMENTS (continued)

6. Financial instruments (continued)

Non financial

Loans and At amortised assets/
recevables cost habilities Total
2010 £ £ £ £
Assets

Amounts due from Group undertakings 50,336,896 — - 50,336,896
50,336,896 — — 50,336,896

Liabilities
Amounts due to Group undertakings - 4,922,189 - 4 922 189
Current {ax habilities — — 321,744 321,711
- 4,922,189 321,711 5,243,900
Equity 45,092,996
50,336,896

There are no maternal differences between the carrying value and far value of financial
instruments

Financial assets are due from Group undertakings located in the Republic of Ireland, are
repayable on demand and fall into the finance industry category

7. Risk management

The Company’s nsk management function 1s fully integrated with the risk management function of
the Group As a result, the policies and procedures used to manage risk have been incorporated
within those of the Group

The mayor nsks to which the Company I1s exposed are operational, currency, lquidity, interest and
credit nsk. The Group has established clear risk policies, including hmits, reporting lines and
control procedures This framework 1s designed to provide tight control and is reviewed regularty
by both Executive and Board Committees

The Group has established a comprehensive framework for managing risks which 1s continually
evolving as the Group’s business achivittes change in response to market, credit, product and
other developments

Operational risk

Qperational nisks are inherent in the Company's business Cperational risk losses occur as fhe
result of fraud, human error, missing or inadequately designed processes, falfed systems,
damage to physical assets, improper behaviour or from external events The key mitigating
processes and conirols include risk and control assessment, scenario analysis, loss data
collection, new product approval process, key risk indicators, notifiable events process and the
self certification process The implementation of these processes and controls s faciitated and
overseen by aperational rnisk teams, with internal audit providing independent evaluation of the
controf framework

Currency risk
The Company 1s exposed to foreign currency risk due to the difference beiween the assets and
habrities held by the Company with a source currency other than GBP

The Company manages currency nsk by ensuring that there 1s consistency in the currency profile
of its assets and liabilities, and imiting any currency mismatches

At 31 December 2011, a 1% strengthening of foreign currencies would result in a loss of £6,444
(2010 £20,531) while a 1% weakening of foreign currencies would resuit 1n a gain of £6,574
(2010 £20,531)

Liquidity nsk
The Company manages its hquidity nsk by having access to Group funding

1A




FIRST ACTIVE COMMERCIAL LIMITED 03525975
NOTES TO THE FINANCIAL STATEMENTS (continued)

7 Risk management {continued)

Interest rate nisk
Structural interest rate risk anses where assets and habilities have different repricing maturities

The financial assets of the Campany consist of amounts due from Group undertakings and the
financial habilittes consist of amounts due to Group undertakings Interest 1s earned on the
amounts due from UBIL based on money market rates The amounts due to Group undertakings
do not have any significant interest rate nisk as they are due pnmanly on demand

Credit risk

Credit nsk s the nsk of financial loss owing to fallure of customers or counterparties to meet
payment obligations The quantum and nature of credit risk assumed in the Group’s different
businesses vanes considerably, while the overall credit nsk outcome usually exhibits a high
degree of correlation to the macroeconomic environment

The objective of credit nsk management 1s to enable the Company to achieve appropriate risk
versus reward performance whilst maintaining credit risk exposure in ine with approved appetite
for the nsk that customers will be unable to meet their obligations to the Company

The key principles of the Group’s Credit Risk Management Framework are set out below
s  Approval of all credit exposure 1s granted prior to any advance or extension of credit

 An appropriate credit nsk assessment of the customer and credit facilities is undertaken prior
to approval of credit exposure This includes a review of, amongst other things, the purpose
of credit and sources of repayment, compliance with affordability tests, repayment history,
capacity to repay, sensitivity to economic and market developments and nisk-adjusted return

» Credit nsk authority I1s dictated by the Board and specifically granted in wnting to all
individuals involved in the granting of credrt approval In exercising credit authority, the
individuals act mmdependently of any related business revenue origination

* Al credit exposures, once approved, are effectively monitored and managed and reviewed
periodicalty against approved Iimits Lower quality exposures are subject to a greater
frequency of analysis and assessment

The Company's exposure to credit nsk i1s not considered to be significant as a significant
proportion of the credit exposures are with Group companies (see note 10)

8 Share capital

2011 2010
Equity shares £ £
Authorised
100,000,000 Ordinary Shares of £1 100,000,000 100,000,000
Allotted, called up and fuily paid
2 Ordinary Shares of £1 2 2

The Company has one ciass of Ordinary Shares which carry no nght to fixed income

9 Capital resources

The Company's capital consists of equity 1ssued share capital and retained earmings The
Company I1s a member of the Ulster Bank group of companies which has regulatory disciplines
over the use of capital In the management of capital resources, the Company is governed by the
Group's policy which Is to maintain a strong capital base it 1s not separately regulated
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FIRST ACTIVE COMMERCIAL LIMITED 03525975
NOTES TO THE FINANCIAL STATEMENTS (continued)

. 10. Related parties

UK Government

On 1 December 2008, the UK Government through HM Treasury became the ultimate controlling
party of the RBS Group The UK Government's shareholding is managed by UK Financial
Investments Lmited, a company wholly owned by the UK Government As a result, the UK
Government and UK Government controlled bodies became related parties of the Company

The Company enters into transactions with these bodies on an arms’ length basis, they include
the payment of taxes including UK corporation tax and rates

Group undertakings
The Company’s immediate parent company 1s UBIL.

The Company's ultmate holding company and the parent of the largest group info which the
Company 1s consohidated, 1s the RBS Group which 1s incorporated in Great Britain and registered
in Scofland Copies of the accounts for The Royal Bank of Scotland Group plc can be obtaned
from The Royal Bank of Scotland Group plc, Gogarburn, Edinburgh, EH12 1HQ

The smallest subgroup into which the Company 1s consolidated 1s Ulster Bank Ireland Limited, a
company incorporated in the Republic of Ireland The financial statements for Ulster Bank Ireland

Limited can be obtained from The Secretary, Ulster Bank Group Centre, George’'s Quay, Dublin
2

Transactions with other Group companies in the penod 1 January to 31 December comprised

2011 2010
£ £
Revenue (interest received).
UBIL 389,945 1,137,615
Balances with other Group companies as at 31 December 2011 comprised
2011 2010
Assets £ £
Amounts due from Group undertakings
UBIL 44,608,046 48,796,496
Other related parties, including fellow subsidiaries 6,047,100 1,540,400
50,655,146 50,336,896
Liabilities
Amounts due to Group undertakings
UBIL 353,485 -
Other related parties, including fellow subsidianes 5,223,829 4,922,189
5,577,314 4,922,189

Capital Support Deed

The Company, together waith other members of the RBSG group, 1s party to a capital support
deed (CSD) Under the terms of the CSD, the Company may be required, If compatible with its
legal obligations, to make distributions on, or repurchase or redeem, its Ordinary Shares The
amount of this obligation 15 limited to the Company's immediately accessible funds or assets,
nghts, facilities or other resources that, using best efforts, are reasonably capable of being
converted to cleared, mmediately available funds (the Company's avalable resources) together
with any amounts distributed to it by its subsidianies pursuant to the CSD The CSD also provides
that, in certain circumstances, funding received by the Company from other parties to the CSD
becomes immediately repayable, such repayment being limited to the Company's available
resources
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FIRST ACTIVE COMMERCIAL LIMITED 03525975

NOTES TO THE FINANCIAL STATEMENTS (continued)

10. Related parties (continued)

Key management

The Company 1s a subsidiary of the RBS Group whose policy ts for companies to bear the costs
of therr full tme staff The time and costs of executives and other staff who are primarily
employed by the Group are not specifically recharged

in the Company and the Group, key management comprnise directors of the Company and
members of the Group Executive Management Committee The emoluments of the directors of
the Company are met by the Group

The directors of the Company do not receive remuneratton for specific services provided to the
Caompany

11. Events since the year end
There have been no significant events between the year end and the date of approval of the

financial statements which would require a change or additional disclosure in the financial
statements
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